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SUB J : BANK LIQUIDITY CRISIS 

REF: A. VALLETTA 71 (NOTAL) 

B. VALLETTA A-163, DECEMBER 1 1 . 1972 (NOTAL) 

1. THE SUDDEN DEATH DUE TO HEART ATTACK ON NOV 27 OF NATIONAL 
BANK OF MALTS DIRECTOR FRANK CASSAR TORREGGIANI FOLLOWING A 
HEATED FOUR HOUR MEETING IS BELIEVED BY LOCAL COMMERCIAL SOURCES 
TO HAVE PROVOKED A RUN ON THE BANK WHICH HAS RESULTED IN A SERIOUS 
LIQUIDITY CRISIS. 

2. THE OVERALL COMMERCIAL BANK LIQUIDITY RATIO HAD ALREADY DROPPED 
FROM A HIGH OF 45.8 IN*APRIL TO 33.9 IN OCTOBER, ACCORDING TO CENTRAL 
BANK OF MALTA'S STATISTICS. THE SEPTEMBER ISSUE OF THE CENTRAL BANK’S 

QUARTERLY REVIEW ATTRIBUTES THE MARKET FALL IN LIQUIDITY RATIOS 
TO THE CHANNELLING OF SURPLUS LIQUID FUNDS INTO OVERSEAS 
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OF MALTA GROUP, WHICH INCLUDES THE NATIONAL BANK, THE SCICLUNAS 
BANK AND THE TAGLIAFERRO BANK, THE GROUP IS BELIEVED BY LOCAL 
BANKING SOURCES TO HAVE OVER EXTENDED ITSELF DURING THE LATE 
1960'S BUILDING BOOM AND THROUGH OVERDRAFTS TO LOCAL INDUSTRIES. 

THE RUN ON THE NATIONAL BANK OF MALTA GROUP CONSEQUENTLY NECESSITATED 
EMERGENCY ASSISTANCE FROM THE BRITISH CONTROLLED BARCLAYS BANK, 

WHICH FOLLOWS MORE CONSERVATIVE LENDING AND BANKING POLICIES. 

3. SEVERAL OFFICIALS OF THE BARCLAYS BANK HAVE INDICATED, HOW- 
EVER, THEY ARE UNDER INSTRUCTIONS NOT TO COMMENT ABOUT THE NATIONAL 
BANK'S PROBLEMS LEST RUMORS FURTHER HEIGHTEN THE GENERAL 
COMMERCIAL BANK LIQUIDITY PROBLEM IN MALTA. DURING THE MORNING 

OF DEC. 10, SOME BRANCHES OF THE NATIONAL BANK WERE REPORTED 
BY 9:30 TO BE OUT OF CASH AND UNABLE TO MEET WITHDRAWAL DEMANDS. 

4. COMMENT: THE CURRENT LIQUIDITY CRISIS IS THE THIRD SERIOUS BLOW 
TO THE LOCAL BANKING INDUSTRY DURING THE PAST YEAR AND A HALF. IN 
EARLY DECEMBER LAST YEAR, THE BANK OF INDUSTRY, COMMERCE AND 
AGRICULTURE LTD. (BICAL) WAS FORCED TO CLOSE ITS DOORS AS A 
RESULT OF FRAUD AND SERIOUS MISMANAGEMENT BY TWO OF ITS DIRECTORS 
AND A NUMBER OF BANK OFFICIALS. APPROXIMATELY SIX MONTHS EARLIER, 

A SUBSIDIARY OF THE BRITISH LONDON AND COUNTY BANK WAS CLOSED 

BY THE GOM FOR VIOLATING CERTAIN BANKING ACT CONDITIONS.GETZ 
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